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petition, no change can take place, and what really
happens is a readjustment of the terms of exchange,
so that what, is gained by one group is lost by another,
and, in appearance, there is no advantage to the
country as a whole. On closer examination it will
be discovered that a real advantage is gained, but that
it consists, not in a more effective employment of pro-
ductive power 3 but in the breaking down of a monopoly.
For let it be assumed that the conditions of exchange
in B are such as to establish the terms of lOx for
15y, and further, that this ratio is the result of supply
and demand, unaffected, or only partially affected, by
cost of production; now, if by foreign trade the terms
of exchange would be so altered as to give IQx for
I7y, but that the producers of y, being a non-competing
group, are unable or unwilling to transfer their efforts
to the production of x, and, instead, are ready to give
Vly for 10$, so that there is no necessity for carrying
"on foreign trade, is it not evident that the producers
of y have hitherto been in possession of, at least, a
qualified monopoly, by means of which they have been
able to exact from the producers of x peculiarly favour-
able terms, and that by the opening of foreign trade
this monopoly has been abolished, or to some extent
diminished ? The same considerations apply to the
case of personal or local aptitudes, the gains'of which
always tend to be reduced by the opening up of other
sources of supply. The importance, in a practical
1 sense, of this fact will be best seen in relation to the
protectionist controversy.

Up  to  the  present  we have  retained  the main,
elements of our original hypothesis, viz. two " nations/'
two commodities, and absence of all impediments to
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